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It has now beel some weeks since the Council has heard from
me regarding world developments atffecting US security. _
're&y'm 2 good time, therefore, to take a lbok avound
the world, both ia a quick review of old situatiems that
have remained much the same snd 2 report on significant
new developments, Because next week all your attention

is 1ikely to be focused on the "Smmmit,” I should like to

pay particular heed today to thaose parts of the world which

find themselves neglected in the "Summit™ coatext.

First of these is the recent series of events ia ocur own

"back yard“”--the sudden anjeiiSEs rebdellion in

Argentina, where, despite scothing press reports, calm is

still far from being re-established,

A, The brief but viclent military revolt of 18 June has
at least temporarily altered the Argentine government's
pover structure by returning the Army to s dominant
position over Peroa’s lador machine., The durability
of this sajor change, however, remains dependent on
fature events--one clue will be the compositian of the
m Argeniine cabinet--still to be announced. | |
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B, At present, the military (especislly Minister of the
Army Lucero) sppears to control the goverament--
although the Army reportedly has taken grest pains

| to concesl its position of power over Peron andofficial
Goverament communiques protest that the aituation is

again “mormal.”

c.

B. Peron, in tura, has appereatly sgreed to wmeet the de-
sands which have resulted from Army negotiations with
the rebellious Navy. These demands include:

1. Resigmatioss of all eabiamet ministers,
-2, An end to Peroa’s anti-Church campaign,
3. Amnesty for the naval persoansl involved.
4, A "purging" of the General Confederation of Labor
{along lines not yet specified).

E. The resigaation of the cadbinet on 22 June suggests
that Peron has responded to Army pressure, but the
future orieatation and stability of the Argentine
goveroment remains to be determined.

I113. The mmé sres im which events are subject to neglect while
our attestions are fixed on the primarily Wﬁ problens
to be mt at the "Summit” is the whole wide and trounbled
range of the Near and NMiddle Esst, There, in recent weeks,
many of the most striking and alarming developments are
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attributable to a caloulsted Soviet drive both to disrupt
western defense planning for the area and to expand Kremlin
influence, JIn furthering these aims, the USSR bas:

A.

B.

C.

B.

E.

I¥. Guite amide from these Soviet efforts, the usual Hiddle
Eastern ferment continues,

Approved For Relesse Boosl i) o Wm&teoomooos-z

Rolled out a spectacularly red carpet for Nehru during
Bis 20-day taur, touted hin as the greatest “spokesman
of neutral nations.”

Encouraged Afghan pursuit of its feud with Pakistan |
{granting small loans, providing some technical help,
offering alternete transit arrangements to free the
land-locked Afghans from dependence on the Pakistan
trade gateway). '

In follow-up of 21 Nay financial settlement with Iran,
delivered last of required 11 tons gold (312 millien)
on 3 June, has nov begun shipping $8.6 million more in
goods,

Appreached both Syria and Egypt with offers of not only
economic aid but also arms and even political support.
In & new campaign, made repeated diplomatic and personal
overtures to Greece--aimed at weakening American ties
and Balkan allisnce. In addition to a number of frieadly
diplematic and trade overtures iu Athems, the Soviet |
sabasssdor in Sofia on 9 Jume proposed a Yugoslav-(reek-
Turkish-Bulgarian "entente” to the Greek mission there.

S
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A,

B.

C.

P.

E.
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The Afghan-Pakistani dispute remains unresclved, al-
though the area of dimagreement over how to remch a
sottlemsnt has besn narrowed.

The much-plsgued Pakistan government, itmelf, bhas lost
eontrol of the young country’s only representative bdedy,
in the 21 Jume elections for a new constituent assembly.
A cabinet reshuffle is imit&hle and the Iragmentation
of power which has taken place (no group possessen a
stable plurality) mskes respousible goverament unlikely
a5d a reassertion of Governor Gemeral’s "rule”--in a
1;{_‘_ im favorable climate of epinior--probable.
&mn&macmn, demands for union with QOreece
have recently been marked by terrorist activity. The
situation helightens Greek-Turkish anlmosities and

weakens the Balkan eantente,

The stability of Turkey's mational economy is sericusly
threatened, and the government is comcerned over the
opposition’s use of sduinistration failure to get a

U5 loan, Ve ses no insdication that the economaie erisis
will be resolved in near future,

in Palestine, vhere temsien is easing and will be further

ralisved by “low-level™ talks between Egypt and Isrsel
{scheduled for 28 June), basic issues remain unresclved,
and sporadie incidents sre likely.

CONMAL
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V.
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In neighboring North Africa, the 3 June Prench-Tunisian

agresment on homs rule has resulted in relative quiet in

that "protectorate.”

A,

B,

In tha rprotectorate” of Noreocco, French officials ap~

pear determinmed to act against Fremch eahaiuts’ counter-

terroriem (climaxed by 11 June surder of liberal French
pablisher Lemaigre~-pubreuil, who favored dmiu with
MorYocean ﬁltimliats). At same time, Prench residents
of Merocco being catered to by ousting of Resideat
General lacoste, whom they opposed, and Moroccan
aationalists continue dissident sctivity., Prospect is
for further Frenech procastimation.

geanwhile, in pseudo-"metropolitan® Algeria, there is
aa upsurge in rebel activity, and an extension of eco-
somic sabotage. Freach troops have been reinforced by
20,000 since mid-May (total now 110,000, to combat some
2,500 rebels) and reinforcement by another 20,000
troops is expected this summer, Recently announced
cppforms”-~¥reach effort to lessen teonsion--are Op-

posed both by Fremech gsettlers and by Hoslems,

CUNFID DENT i\\—
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Although "Summii® thinking will conceatrate on Ruropean

preblens, we Tan expect Far Eastern issues to be lovering
in the background, A review of that area shows tﬁa Formosa
Straits and Indochina still holding the limelight, slthough
other sew developments are crowding im the wings.

'A. The Btyaits have not beoen the scene of major military

action for many months, Instead, the picture there

kas been one of continuing and intense ChiCom activity

to impreve the strategic positien. Rail-lines, rosds |
and port facilities are under construction: five new
airfields will be ready before end of summer.,

1., Suoccessful ChiCom interception of ChiMat planes
sesr the ¥atsus on 27 June-~first sttempt at such
interception in Straits area--affords some measurse
of genaral ChiCom strategic improvement. Purther
sech incideants can be expected,

2. Meanwhile, Peiping continues--both in propaganda
and through intermedisries--to bid for megotia-
tions with U5 on "relaxing tensions" in Straits,
without varying from established "lime” that only
US “eccupation" of Formoss needs negotistion.

B. Little change noted in general Indechina situstlon.
Sowth Vietnsm’s Premier Diem, tsll in the saddle, re-
seins unwilling to commit his government on question
of 20 July pre-slection consultatieams.
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1., 8till insists first priority is aew military AEYOO~
ment with France,

2., Here, negotiations stalled over side-issue of proper
wgitle™ for Ely's replacesent {senior diplomat

Hoppenot),

3, Om 30 July talks, Diea's best offer to date is “possi-
bpility sot excluded.”

4, Seanwhile, French Chief-of-B8taff (Guillause), on sur-

vey trip to Vietnam, has astounded us by stating
that French troop strength there iz alresdy reduced
to 56,000 (or 20,000 less than expected 1 July level
of 78,000).
Government of lLaos, under pressure from new Commission
chairman to give negotiations neair test,” now planning
rensy talks with Viet Ninh-supported Patket dissidents
in nerth. Deadline for progress-~end of July.
“gig Issue" of moment in Canbodia is whether US military
aid agreement violates Genevs At¢gords. Commission there
desling with issue: Indian chairman leaning Canada's way
at momeat, but good chance he'll be differently instruct-
od from New Delht (kmntoapmcmnﬂim aid on
general primeiples).

vii. Other Far EFasters developnents jnclude present stalemate in

negotistions between Japan and USSR, new tension between
Aruy {anti-Comsunist) and Govermment (leftist) in Indonesis,

oon !DENT\AL
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at time when that mew nation’s £¥)P¥FEE) iiﬁhgilry elections

are just over horisen (29 Sep), and a surprise offer by
¥alay's jungle-skulking Communist guerrillas to “negotiate”

a settlement,

A.

B.

Japanese and Soviet aacotiutews in London have met 5
timessince 1 June, made no progress, Japanese now say
they're stalling until after "Susmit"” meet, USSE
taking hard line on "issues™ raised by Japanese:

want "sermalization” first, settlement of *issues” later:

Japanese want exaet reverse, Good chance that cutcome

will be merely limited sgreement smd "state of war™:

major Sorviet concessions appear most unlikely,

in Indonesia--where Septeaber elections (if honest) will

protakly bring aatiuéaunuaists into power--authority of

present leftist regime, as well as prestige of President

Sukerno, is »ov being challenged by Army. Acting Chief-

of-gtaff (Col. Lubis) is refusing to tmra ever post to

nevly-selected officer (Gen. Utoyo), who was picked as
vsoupromise” candidate: many of Army's near-antonbmous
regional commanders {anti-Communist) slso oppose Utoyo's
accession.

1., Squabdle appears to be newest phase of two-year con-
flict hetwesen Army anti-Communists and leftist
Pefense Kinister.

2. west Java commander reperted to have moved troops
towmards cspital,

Col\gr*nrMT L
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Sukarno, who active in selection new Chief-of-Staff,
not easily intimidated.

Early in June, the Becretary-General of the Malayan
Communiet Party dispatched from his headguarters
{uuliynn Races Liberation Army HQ--somevhere iz Southern

Thailand) to various Malayan political organizstions an

offer to negotiste s peaceful settlement of that

couniry's seven~year terrorist "emergency.”

1.

2.

3.

gritish authorities (acting through Malayan Opera-~
tions Council, in which Malay's three major politi-
cal parties have seats) suppressed all news of the
offer until last week, then announced unanymous
Couneil rejection of it.

British-engineered rebuif, however, has now been
repudisted by Malay's n:jar political coslition
(the "Allisnce” of Mmlayan nationalists and
Salayan Chinsse, which is expected to sweep polls
at area’s first nationsl election--27 July).
Although UK remsins firmly and legelly in charge
Melayan sffairs, not only after July elections

but for years {0 come, issus of possible negotiated
end to terror is likely to beconme a new sore

point in UK-Malayan relations,

CONFIDENTPL
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In Western turnpe, during the past few weeks, there has

been little change, and governments there (except Italy's)

remain generally stable.
With fall of Italy's Scelba cabimet (22 June), a pro-

A.

B,

longed period of msaneuvering to form & new government

is in prespect.
Former agriculture minister Scegni, a left-wing

Christian Damocrat, was asked on 26 June to form a new

government but may pestpone his reply until 30 June.

1.

If Scegni tries, he will probably try to recemstitute
the coalition (CP plus minor center parties).

The center parties are, however, increasingly uneasy
over loss of popularity during their long assccis-
tion with the CD and Scelba's stalemated social

reform program.

The most likely leng-range prospect in Italy is an all-CP
cabiset based on parlismentary support from either the

Monarchists or the Nenni Bocialists.
In peronially unstable France, Faure is expected to have
no serious difficulty ia lssting through the summer recess

{to start 15 August).

i.

One possible stumbling block would be violent trouble
in North Africa, bhut--harring an unprecedented outburst
of terrorism--the sppointment of Grandval as new
resident gemeral in Iarocco-opoliticuliy the most
explosive area--should ensure a parliamentary breathing
spell until recess-time.
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2. Another source of danger tcmﬂ‘g on the labor
front, with Freach civil servants and pomtal workers
threatening a2 nationwide strike on 1 July on grounds
that wage-increass proposals discussed lazt week by
the Faure cabinet are inadequate. However, pew and
probably aati:f:ctory government decrees on the wage

problem are forthooming.
Pinally, on the Soviet/Satellite scene, we find a number of

significant treands over the past weeks and months (the sig-
nificance of many of them heightened by the ever-closening
deadline of the "Summit”). Bleec military sctivities during
this periocd, for example, have involved "public” displays of
both "strength” snd “reasonableness,” while--privately--they
continue to show stremuous Soviet efforts to attain the best

possible fighting trim.

A. As "muscle~flexing,” we have seen no less than 14 separate
"practice” air parades over MNomcow since 1 April, "featuring“
both new types of fighters snd substantial sumbers of long-
rauge bombers (Soviet "Aviatiom Day,” the nominal excuse for
these practice exhibitions after May Day's parade was rained
out, has been postpomed from June to some time in July).

B. Another public gambit of strength was the 14 May creation of

the Warsaw Treaty unified Soviet-Satellite command, the
carefully coatrived "facsimile" of NATO aud EDC.
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In contrast with these gestures, the Kremlin has seen

to it that due publicity wae given to such acts of
“popsonnbleness” as the omission ad interim eof East Germsny
from the Warsaw m:iu,‘ the wmggtian of Port Arthur
{completed on schedule 31 Nay) and prapirttiau for with~-

drawal of Soviet tw from Austriam (to start in July). 25X1
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F. In this context; (l € poésibility existe that Hoscow
feels its public "position of strength® has been slipping
in recent months, The Evemlin leadership may even foar
that the world believes the USSR is coming. to the
"Summit® hat-in-hand, as a result of internal weak-

nesses and the now-developed Western position of

strength.

Meanwhile, the same old game of suppression and terror in
the face of widespread popular disaffection continues in
the Eastern European satellites, The "spy-trial® racket

ie in full swing, with alleged US, Western and even NATO

agents being dencunced in every satellite except Bulgaria

and Albania. _

A. USB lLegation Budapest predicts the imminent "show trial"
of a local AP employee, which will involve a "#upparting
cast” of recently arrested Hungarians empleyed by the
iegation, |

B. Popular restiveness in East Germany--characterized by

passive resistance, localized strikes and refusal to

implement government decrees--

East Qermans are ap-

parently convinced of their regime's almost total bank-

ruptoy, both political and economic, and are pinmning
their hopes for the future on the results of the “Summit™

and Adenauer's Moscow visit, k
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